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KEY ECONOMIC INDICATORS 
Exchange Rates: DH 4.4 - 1974 
All values in million U.S. $ DH 4.1 - 1975 
DH 4.4 - 1976 


% change 
ITEM 197T4r 1975r 75/74 1976 e 


INCOME, PRODUCTION, EMPLOYMENT: 


GNP (Current Prices) 6389 7761 

GNP (1960 Prices) 3968 4460 

Per Capita GNP (Current Prices in U.S.$) 380 448.6 
Fixed Investments (Current Prices) 961 1880 
Value Construction Authorization 232 318.4 
Value Agricultural Production (1960 Prices) 943 893 - 
Electricity Consumption (Bil. Kwh) 2.37 2.56 
Value Phosphate Exports 926 836.7 - 
Industrial Production (1969 = 100) 143 139 - 
Tourism 143.2 219.5 


MONEY AND PRICES: 


Demand Deposits/Currency/Near Money 2692.5 3481.7 3372.9 
Public Debt - Domestic VeLes: 919.5 pe 
Public Debt - Foreign 1707.5 3000 
Debt Service - Total 114.2 136 50.8 
Debt Service Ratios: 
a) Debt Service/Total Exports 6.75 8.9h 
b) Debt Service/Total Debt 6.69 
Budget Receipts 2140 3469 62.1 5354 
Budget Expenditures 1990 3275 128.5 1807.7 
Of which: Investment Budget 495 1240.3 22h2 
Average Consumer Price (Whole Country) 121.9 131.6 141.4 
(May 1972/1973 = 100) 
Workers Remittances 353.6 491.7 


BALANCE OF PAYMENTS: 


Net Gold/Exchange Reserves 451 465.4 

Balance of payments (Balance on Long-term + 122 - 16.6 
and Current Accounts) 

Balance of Trade (year-end) - 193.6 -1014 

Exports F.O.B. 1691 1521.4 

U.S. Share (%) 1.06 0.74 


Imports C.I.F. 1884 2535 
U.S. Share (%) 9 8 


MAIN IMPORTS FROM U.S. - 1975: 
Wheat; Corn; Soya; Tallow; Aircraft; Machinery and Equipment; Trucks; Locomotives. 


r = revised e = estimates 


u end March; 2/ end May; 3/ end April; 4/ end May; 5/ end May; 6/ end July; 7/end May; 
8/ end May 





SUMMARY 


Despite higher than anticipated expenditures for policing the former 
Spanish Sahara and substantial outlays on its military renewal 

program, Morocco's economic performance in 1976 continues to evolve 
positively. Cereal crops will be much improved over last year, 

tourist earnings are satisfactory, and worker remittances are rising 
strongly. Sales of phosphate rock and products have firmed somewhat, 
though the near-term demand outlook remains problematic for several 
reasons, including the continued drought in Europe. The regime enjoys 
enhanced popular support following King Hassan's Sahara success and 
the promise of early elections. Foreign exchange and domestic 
liquidity are tight, but economic planners have been successful in 
arranging external financing to meet development budget and other needs 
through mid-1977. The current liquidity squeeze has been deliberately 
induced to contain inflation, which threatens to return to double digit 
levels, in part as a result of excessive commercial bank credit expansion 
during the first half of the year. A one billion dirham domestic bond 
issue has been launched with considerable publicity as part of the 
fiscal package to reduce inflation and put Sahara costs and development 
projects on a current finance basis. Moroccan economic planners, 
pursuing a policy of bold budgeting, and prudent borrowing, have earned 
good marks for keeping the economy on course through the recent world 
recession and into the current recovery despite a series of negative 
events which, with less dynamic leadership, could have resulted in the 
loss of momentum experienced elsewhere. As a consequence of this 
success, the number of major public works programs in Morocco is at an 
all time high, presenting major sales, contracting, and investment 
opportunities for U.S. businesses. 





CURRENT ECONOMIC SITUATION AND TRENDS 


First-Half 1976 and Current Economic Position 


As reported in the Embassy's February Trends analysis, economic 
expectations for 1976 were predicated on continued world recovery, 
improved crop performance, firming in the phosphate market, and 
a social and political climate making possible the external and 
internal borrowings necessary to maintain economic growth and 
development. In mid-third quarter, all four conditions seem to 
be evolving affirmatively, if with varying degrees of strength. 
Central Bank and ministry economists are consequently expressing 
confidence regarding the performance of the economy during the 
remainder of 1976. Attention is now shifting to 1977 and 1978 
performance which will constitute the basis for the 1978-1982 
Five Year Plan, on which preliminary work has already begun. 


On the crop side, Minister of Agriculture M'Zily has announced that 
as a result of the improved rain pattern since December 1975, the 
cereals harvest will reach 5.2 million metric tons, up 50 percent 
from last year. Even if the Minister's provisional estimates prove 
optimistic, and despite prospects for another disappointing citrus 
harvest, Morocco's balance of payments should experience considerable 
relief as a result of diminished grain -import requirements. 


The world economy is also showing the hoped for steady recovery. As 

@ result, tourism has provided a solid growth in revenues, and hotel 
operators are satisfied with current performance and prospects. 
Remittances from Moroccan workers abroad have also continued to 
increase strongly. This has surprised many, since the freeze in new 
work permits in Europe had been expected to impair this third largest 
foreign exchange earning sector. The causes are twofold: Moroccan 
workers, who often hold menial jobs in France and Germany, were 
retained when it was found that German and French workers were reluctant 
to take on the types of work they were performing; and, secondly, an 
unforeseen amount of illegal immigration to Europe has continued. Some 
data suggest that between 30,000 and 50,000 Moroccan workers have 
continued to move to Europe in each of the past two years, despite the 
withholding of new working permits. 


While efforts to pacify the scattered Polisario units in the Sahara have 
encountered more difficulty than the government had hoped, there have 
been no further large-scale clashes. Defense expenditures have been 
running beyond the amounts provided in the Defense Budget; but, as 
described in the Embassy's January budget analysis, DH 755 million were 
allocated to "unforeseen and undecided expenses," providing a cushion 
for National Defense operations. 





The major fiscal events of the period under review were the $300 million 
Euro-placement effected on May 13, the $60 million Euro-loan to the 
National Development Bank (BNDE) announced on July 8, and the King's 
dramatic July 8 announcement of a one billion dirham internal bond issue. 
All three items were foreshadowed in the January budget, with its DH 9.2 
billion ($2.2 billion) deficit. The budget called for DH 5,890 million 
of this to be borrowed abroad, the rest internally. The "Sahara Loan" 
was thus surprising primarily in terms of its manner of announcement 
(the King's Birthday Speech), and the patriotic fervor with which 
businesses, banks, citizens and all ranks of the military and civil 
services have been encouraged to subscribe. This has had both positive 
and negative results. On the plus side, it has been estimated that more 
than one third of the loan was subscribed within the first month. The 
loan also provided an occasion for manifesting national political unity 
on the Sahara issue following the OAU summit in Mauritius, where some 
erosion of international support for the Moroccan position occurred. 


Unfortunately, the publicity surrounding the announcement created an 
impression on the part of some foreign analysts that the borrowing 
reflected an unforeseen need or seriously deteriorated economic position 
in the country at large. On the contrary, the evolution of the economy 
so far in 1976, despite the problems enumerated below, is largely on 
track -- though demand for phosphates has not recovered quite as quickly 
as hoped for. As noted, crop yields are up healthily, remittances remain 
strong, tourism is recovering, domestic investment is taking place at 
double the level of the preceding year, there is (modest) new foreign 
direct investment for the first time in several years, and foreign and 
domestic borrowings are about at projected levels. 


On the negative side, commercial banks, which were given a credit 
expansion target of about 20 percent for the year, had, by mid-year, 
expanded credit by almost 25 percent, often for semi-speculative and non- 
productive purposes. As a result, inflation, which had subsided to about 
a 7-8 percent rate by February, experienced a strong resurgence in late 
March and despite best efforts the year is now likely to record double 
digit price rises. In mid-July, Central Bank authorities met with the 
directors of all commercial banks to announce new lending guidelines. 

Not only will banks be held to the 20 percent credit ceiling for the 

. remainder of the year, measured against paid in capital and deposits 
(meaning little or no new lending for many institutions), but no bank 
will be authorized to lend more than 10 percent of its availabilities to 
any single customer. This may be particularly hard on some of the para- 
statal institutions which have become shareholders in banks primarily 

to assure themselves credit facilities in circumstances such as those 
now prevailing; and small firms without assured sources of finance may 
experience severe difficulties. 





In announcing the Sahara Loan, the King elaborated on the deflationary 
effects the bond issue would have. While this was undoubtedly intended 
to let the man-in-the-street know that the highest levels of government 
are aware of his growing difficulty in making ends meet, the accompanying 
pressure to put aside a month's wages in Sahara Bonds must surely be 
meeting mixed reactions. 


Outlook for Second-Half 1976 and Early 1977 


Central Bank officials and government planners consider that financing 
for the rest of 1976 and early 1977 is now essentially in hand and 
prospects are encouraging despite the likelihood of tight money for at 
least the next quarter. 


LooKing ahead to later 1977 and 1978, trends are more difficult to fore- 
cast. Preliminary work is already underway on the 1978-1982 Five Year 
Plan, with the fiscal base for 1977-1978 constituting a critical element 
in deciding on overall and sectoral objectives. First repayments on the 
new external commercial loans will also be coming due in this period. 
Much concern is thus evident about the effects of the current European 
drought on demands for phosphates and Morocco's future crop outlook, If 
rains do not return to Europe, fertilizer demand in Morocco's largest 
markets may remain depressed. If rains do return, there is fear that the 
dry weather belt may again swing through Morocco on its way south, hitting 
grain production here, as in 1974-1975. 


Apart from the imponderables of weather, vigorous, if delayed, steps are 
being taken to restrain inflation, maintain the thrust of investment and 
development, and otherwise improve social equity and stability. What 
courageous budgeting, reasonable planning, and prudent borrowing can do 
to keep an economy moving through a world recession and into a healthy, 
if somewhat overheated recovery, has been done, On the whole, Moroccan 
economic officials deserve near-top marks for their efforts in recent 
months. 


IMPLICATIONS FOR THE UNITED STATES 


In recent Trends Reports the Embassy has focussed on investment 
opportunities under the revised Investment Code, especially possibilities 
in food processing and light manufacturing for export, and tourism, The 
last report listed a series of selected trade opportunities, important 
public works, and other major openings for US business including the 
billion dollar Nador steel complex, the extension of the SAMIR refinery, 





construction of several sugar mills and cement plants, equipment for 
irrigation works, port development, and the Jorf Lasfar petrochemicals 
complex. 


As Morocco's economy continues to move ahead, providing new sales, 
contracting and investment opportunities, it should be encouraging for 
those U.S. firms which may remain unconvinced of Morocco's interest in 
attracting U.S. participation, or who feel that European firms have an 
inside track, to know that sixteen U.S. companies have been preselected 
for various phases of the Nador steel mill; a U.S. subsidiary won the 
contract for the Mohammedia refinery expansion; and U.S. firms are 
likely to be among the successful bidders on the 15,400 hectare Doukkala 
irrigation project. Additionally, several U.S. consulting firms have 
won contracts in connection with various phases of the Jorf Lasfar port 
development and the layout and design of its associated petrochemicals 
plant. The possibility for a joint venture proposal for construction 
and operation of the Jorf Lasfar. phosphoric acid plant remains open for 
an alert U.S. firm. 


In fiscal year 1975, the Embassy reported thirty-one foreign government 
tenders. Ninety-two have been submitted so far in FY 1976. Among recent 
invitations to bid of significant size have been those for supply, 
installation and testing of a double electrified railway line between 

Sidi Azzouz and Safi, including stations, sub-stations and port rail 
facilities; a feasibility study for development of a further 40,000 
hectares in the upper Doukkala irrigation district and 21,000 hectares 

in the Beni-Amir district; supply of irrigation equipment for 15,000 
hectares in Loukkos Province; construction of four agriculture development 
centers; construction of eighteen fishing trawlers; construction and equiping 
of the Casablanca-Rabat autoroute; shipping possibilities for 50,000 MT of 
American wheat in U.S. bottoms; and, several millions of dollars worth of 
railroad supplies including, shunting engines and inspection cars as well 
as ties, plates, and related equipment. 
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TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 
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SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
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A Business Guide to European Common Market 


A Guide to End Users and Research Organizations 
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